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BANK AND TRUST COMPANY MEETINGS ARE 
FEATURE OF DETROIT CONVENTION 


OMMERCIAL banks, trust com- 
C panies and savings institutions 
have, from the earliest times, in- 
vested a part of their loanable funds in 
real estate mortgages. Quite generally 
they have confined their investments to 
securities within their own neighbor- 
hood, out of which comes their deposits. 
Although state and federal laws have 
varied from time to time, they have 
rather strictly controlled, and do now 
control, both the volume of deposit 
funds permitted for such investments 
and the percentage of loans to security. 
With the recently increased supply of 
idle money greatly and the scarcity 
of other qualified investments and the 
modification of many of these restric- 
tions, such institutions have brought 
into the market an immense amount of 
new funds for real estate mortgage 
loans. No other one factor has contrib- 
uted so much to the recent decline of 
interest rates and to the narrowing of 
the margin of security. 

The development of the Federal 
Housing Administration’s loaning sys- 
tem has offered a great opportunity to 
these institutional lenders. Their field 
of operation has been widened by the 
more uniform system of appraisal and 
by the requirements of better standards 
of architecture, construction and the 
selection of territory. The monthly pay- 
ment loan on fully amortized plan, with 
standard mortgage form and more uni- 
form maturities, has made the real estate 
mortgage more attractive to bankers. 


By S. M. WATERS 


It is safe to assume that one of the 
goals sought by the Federal Housing 
Administration has been that loans in- 
sured by it, wherever located, for what- 
ever amount and of whatever percent- 
age to security, would command the 
same price and find the same ready mar- 
ket. To further that end, Government 
agencies have been established to buy 
any and all insured loans. Bankers, 





N this series of editorials 

President Waters is preview- 
ing for you some of the impor- 
tant subjects that will be dis- 
cussed at the Detroit Conven- 
tion. The first dealt with low 
money rates and other mortgage 
problems, the second with the 
question of better mortgage and 
foreclosure laws in various states 
and the third with the relation- 
ship of life insurance companies 
and their loan correspondents. 





however, are men trained to judge for 
themselves as to credit risks—as to cost 
and marketability of security and as to 
convenience and economy of handling 
the mechanical details of collection and 
other servicing. They seek first the 
soundness of the loan, independent of 
collateral, security or guaranty. 

They tend to be cautious in loaning 
on the undertakings of people they do 


not know and in territories with which 
they are not familiar. Among such in- 
stitutions the “run of the mill” buyer 
of insured mortgage is the exception. 
Bankers generally are keen to ally them- 
selves with the more direct sources of 
information. They readily exchange in- 
formation with each other and adopt 
common practices in investigation of 
loans and dealing with borrowers and 
collection. 

Sixty of the larger banking institu- 
tions located in our principal cities and 
carrying in their portfolios very sub- 
stantial amounts of real estate mort- 
gages, maintain memberships with the 
Mortgage Bankers Association of 
America. This group will hold two 
luncheon conferences at the Associa- 
tion’s Convention in Detroit. Frank J. 
Mills, Cashier of the Fort Wayne Na- 
tional Bank, Fort Wayne, will be chair- 
man of both meetings. At noon on 
Wednesday, October 4, Raymond M. 
Foley, Michigan State Director of FHA 
will speak on “Opportunities for 
Lenders in the FHA Program” and Fri- 
day noon Joseph M. Dodge, President, 
The Detroit Bank, Detroit, will speak 
on “Mortgage Lending and Banking”. 
The addresses will be followed by a 
general discussion. These meetings will 
be of vital interest to all banking insti- 
tutions secking investment in real estate 
mortgages. 

Plan to attend the Convention at De- 
troit, Statler Hotel, October 4, 5, and 6. 
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A PRIME TOPIC FOR DETROIT 


BIGGER AND BETTER MBA LOCAL ASSOCIATIONS 
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WALLACE W. TRUE WILL SPEAK ON 
INDUSTRIAL AND SPECIAL LOANS 


One of the most important physical 
assets on the nation’s balance sheet, the 


value of its homes, will show the first 
important net increase this year in 
nearly a decade with the total urban 


home mortgage indebtedness rising 
nearly 750 million dollars, President 
S. M. Waters estimates 

“Hence, measured in terms of money 
invested in residential mortgages, our 
new houses are out-distancing those out 
moded by obsolescence or consumed by 
fire and destruction. It represents a net 
gain in the formation of new capital of 
the most basic kind.’ 

One phase of mortgage banking to 
day will be covered by Wallace W. 
True, Assistant Chief Appraiser of The 
Equitable Life Assurance Society of the 
United States, who will speak Wednes 
day morning at the general session on 
“Life Insurance Investment in Indus 
trial and Special Purpose Properties.” 
Members will recall that Mr. True’s o1 
ganization was one ol the first of the 
large life companies to become interest 
ed in the so-called “industrial mort 
gage” and accounts of this development 
in THE MortGAGE BANKER have at 
tracted widespread attention 

Mr. True was educated as an engineet 
and has spent most of his working life 
in problems of valuation. He saw set 
vice in the Signal Corps of the United 
States Army during the War and was 
discharged as captain in 1919 

He has had a wide experience in the 
appraisal of public utility, industrial 
and commercial properties and in special 


engineering reports. Coupled with this, 
he has done work in the field of cost 
accounting as well as sales promotion 
and analysis and in problems involving 
plant management and executive and 
budgetary control 

In 1931 he became identified with a 
Chi bank which was loan cort 
spondent for a number of large life in 

ran ompanies, and in 1937, afte 
1 period of independent practice as an 
ippraiser and engineer, became associ 

1 with The Equitable as Assistar 
ca Appraiser in the City Mortga 
Depart t, a position he now-holds 

( President Waters d 
lar that 

“In the five years before the arket 

ish 1929, 1 buildings were built 

repa 1 than were torn down o1 

stroyed, but the trend has been the 
ther way until last year. The nation’s 


tgage debt went from 9 billion 
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dollars in 1920 to 22 billions in 1930 
and then dropped over 4 billion in 
the next seven years. In recent years 
we have, in a sense, been living on our 
‘home’ capital. Last year the turn came 
and we increased this asset by about 300 
million dollars. This year the net gain 
ought to be around 750 million. 





WALLACE W. TRUE 


“A gain in home mortgage debt like 
this means permanent progress and 
growth of the most substantial kind, | 


believe. It means a definite net gain to 
national wealth, which, if proportion 
ately reflected in industrial expansion, 


would surely mean a quick return of 
prosperity 
“This is probably as important as any 


other economic fact right now, becaus« 
building provides more employment 
than any other industry. If the 800,00( 


ple employed in the building and its 
dependent industries in 1929, but not 
could be put back t 
would mean two addi 


pe 


employed today, 
work, every job 
tional ones in railroading, factories, and 


] 
other industries 


REGISTRATION FEES SAME 

Registration fees for the Detroit Con 
vention remain the as those for 
recent conventions—$10 for each gen 
tleman and $2.50 for each lady. Both 
n to the annual banquet 


same 


include admissi« 
ind ball 


MEMBERS MAY INSPECT 
BIG HOUSING PROJECTS 


The interest of MBA members in 
the government's success in large-scale 
housing increases with each convention 
year and at Detroit next month they 
will have an opportunity to study two 
particularly large developments in the 
motor city. The Brewster Housing 
Project, near the downtown section, was 
built at a cost of $4,800,000 and is de 
signed principally for colored people. 
The other, known as the Parkside 
Project, is located on the east side of 
Detroit and cost $4,190,000. Special ar 
rangements have been made for those 
attending the Convention to see these 
projects. 

Robert B. Hassett, who is co-chair 
man of the entertainment committee 
with Lloyd N. Wheeler, states that 
these projects are representative of the 
current trend in this type of building 
and will provide an interesting study for 
those not familiar with recent develop 
ments in this field. 


DETROIT EASY-TO-REACH 
CITY FOR MBA MEMBERS 


Transportation will not be a problem 
for anyone attending the Detroit Con 
vention. Earl K. Akey, manager of the 
investment department of The Macca 
bees and transportation chairman, writes 
that every form of transportation is 
available from any part of the country. 
However, he will be glad to handle any 
arrangements members may wish t 
make. The New York Central, Wab 
ash, Pennsylvania, B. & O. and Grand 
Trunk roads enter the city and excellent 
boat service is available from both East 
and West on the Great Lakes. Air ser 
vice is available from the East, West 
and South and bus service from all di 
rections. Write Mr. Akey for any spe 


cial information you may wish. 


MEMPHIS MBA ELECTS HUNT 

Bethel T. Hunt, who has been pres! 
dent of the Memphis MBA for tw 
terms, has been elected for a third 
Others elected are: James E. McGehee, 
vice president: Hall Jones, 
treasurer: Mrs. Katherine Moore, ex 
tive secretary 

These officers, and Bayard Boyle and 
D. T. Kimbrough, Jr., 


Board of Governors. 


secretary 
compose the 


Memphis was the scene of our 23rd 
Annual Convention in 1936. 
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THERE’S A LOT TO SEE 
IN DETROIT IN OCTOBER 


Those attending the Convention in 
Detroit next month will find that there 
is a great deal to see and do outside the 
scheduled activities—and the program 
has been arranged to give them sufh- 
cient time for these activities. 

Detroit brings to mind “The Motor 
Car City.” Chrysler, Ford, Hudson. 
Hupp, Packard, Graham and General 
Motors all have plants here and visitors 
are welcome. Escorted tours have been 
arranged. 

In addition, there are the famous 
Greenfield Village and the Edison In- 
stitute Museum built under the sponsor- 
ship of Henry Ford. These are things 
many members will want to see. Hourly 
bus trips have been arranged from the 
Hotel Statler. 

Many members will want to visit 
Belie Isle, a 1000-acre island park, the 
Detroit Institute of Arts and the Ford 
Rotunda or take some of the famous 
motor trips from the city. You may 
want to go into Canada. No passport 


is required, 


Golf Tournament is Set; 
Many Prizes to be Given 
hursday afternoon, the second day 

f the Convention, will be given over 
to a golf tournament at the Birmingham 
Golf and Country Club. The 18 Hole 
Tournament runs from 1:00 p.m. to 
2:30 p.m., and as the Detroit Committee 
suggests is for the “rotten golfer” as 
well as the “scratch” player. 

The prizes will be awarded for low 
gross, low net, second low gross, second 
low net, lowest score on blind holes, 
largest score on blind holes, lowest score 
on putts, and largest score on putts. 

The principal event will be the com 
petition for the President's Cup, donated 
by Past President Owen M. Murray of 
Dallas. The annual winner retains this 
prize until some player wins it for three 
successive years, when it becomes his 
permanent property. Only members of 
the Mortgage Bankers Association of 
America are eligible to compete for this 
prize. Last year in Chicago the cup was 
won by Earl E. Shipley of The Lincoln 
National Life Insurance Company and 
the year before in Cleveland R. Douglas 
Swinehart of the Aetna won it. 

Another feature of the tournament is 
the “kickers” handicap. Ten numbers 
between 75 and 90 will be drawn and a 
prize for each number will be awarded. 
No player can receive more than one 
prize. Prizes are being donated by the 

(Continued column 3, this page) 


SHUTZ TO SPEAK ON WORK OF 
NATIONAL AND LOCAL ASSOCIATIONS 


One of the liveliest subjects today in 
the mortgage business is “What can be 
done to better regulate competition for 
loans?” Members are asking each other 
what can be accomplished in setting up 
fair practises codes in local communities, 
to standardize commissions and rates 
and to make the business of mortgage 














BYRON T. SHUTZ 


lending more profitable for all of the 
reputable interests engaged in it. 

One of the important factors in the 
whole problem centers around MBA 
local associations. Because of the local 
character of the mortgage business in 
many respects, it is the opinion of many 
that much of what most members want 
to see accomplished can best be done 
through local groups rather than a 
broad offensive on a_ national scale. 
Hence, today, there is a great amount of 
activity and discussion among members 
of local MBA associations as to what 
should be done and how. 

This is part of the background for 
one of the most important meetings 
scheduled for the 26th Annual Conven- 
tion this year in Detroit. It is the break- 
fast meeting set for 8:30 Thursday 
morning with Charles A. Mullenix pre- 
siding and Byron T. Shutz of Kansas 
City the principal speaker. Mr. Shutz 
has taken a particular interest in this 
subject for several years and recently 
has made a more detailed study. His 
subject will be “How Can We Establish 
a Closer Relationship Between Local 
Chapters and the National Body?” 


Mr. Shutz is interested in seeing that 
local MBA associations work in closest 
cooperation with the national body. 
One result of this, he believes, will be 
to solve some of the troublesome prob- 
lems mentioned here. This closer work- 
ing arrangement will also, he believes, 
do much to create a stronger national 
association. 

At the present time, MBA has 24 
local associations: 

Mortgage Bankers Assn. of Birmingham. 
Southern California Mortgage Bankers Assn. 
Mortgage Bankers Assn. of Greater Miami 
Chicago Mortgage Bankers Assn. 

Iowa Mortgage Bankers Assn. 

Kansas Farm Mortgage Bankers Assn. 
Wichita Mortgage Bankers Assn. 

Detroit Mortgage Bankers Assn. 
Mortgage Bankers Assn. of Minneapolis 
Mortgage Bankers Assn. of St. Louis. 
Mortgage Bankers Assn. of Nebraska. 
Buffalo Mortgage Bankers Assn. 
Mortgage Bankers Assn. of Cincinnati. 
Mortgage Bankers Assn. of Cleveland. 
Oklahoma Mortgage Assn. 

Portland Mortgage Correspondents Assn. 
Mortgage Bankers Assn. of Philadelphia. 
Memphis Mortgage Bankers Assn. 
Mortgage Bankers Assn. of Nashville. 
Texas Mortgage Bankers Assn. 

Mortgage Loan Assn. of Houston. 

Utah Mortgage Bankers Assn. 

Seattle Mortgage Bankers Assn. 

Spokane Mortgage Men’s Assn. 

Of these, 17 are distinctly local asso- 
ciations, their members being largely 
confined to one community center. The 
remaining seven are broader in scope 
and are either state organizations, like 
the Oklahoma Mortgage Association, or 
regional, like the Southern California 
Mortgage Bankers Association. 


YOUR BADGE WILL BE 
YOUR INTRODUCTION 
By their badges you shall know them. 
Convention badges this year follow the 
style of those at the 25th annual con- 
vention last year and are silver-colored 
with the MBA circular insignia sus- 
pended from a ribbon. 





Detroit Mortgage Bankers Association. 

The Golf Committee is headed by 
Fred J. Beyer and includes Rowland A. 
Benge, Francis J. Drolla, Stewart E. 
McLaren and Edward A. Proctor. 

Delegates will be interested in the 
drive to the Birmingham Golf and 
Country Club passing as it does the 
Detroit Zoo and Father Coughlin’s 
Shrine of the Little Flower. 
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ROBERT F. BINGHAM SPEAKS ON MORTGAGE AND 
FORECLOSURE LAWS AT CLOSING SESSION 


The swift trend of recent years to 
ward more and more economic reforms 
has all but passed by one of the most 
antiquated sections of our statutes—our 
mortgage and foreclosure laws. This fact 
has been commented on by many mort 
gage lenders and particularly by those 
in states with especially outworn laws. 
The subject of mortgage and foreclosure 
laws is the theme of an important ad 
dress at the closing general session. The 
speaker will be Robert F. Bingham, 
Cleveland attorney and vice chairman 
and director of the Real Property Law 
Division of the Real Property Probate 
and Trust Law Section of the American 
Bar Association. James E. Rhodes II of 
the Travelers Insurance Company will 
preside. 

Mr. Bingham’s address will be “Uni 
form Mortgage and Foreclosure Laws”, 
a subject which he has studied for many 
years and on which he is particularly 
well qualified to speak. This is the last 
event on the program for our 26th An 
nual Convention in Detroit with the ex 





ROBERT F. BINGHAM 





choose. 


follows: 
October 3, 1939— (Tuesday) 

1:00 P.M.—Luncheon—Women’s Exchange. 
4:00 P.M.—Tea—Women’s City Club. 

7:00 P.M.—Dinner—The Stockholm. 

8:30 P.M.—Theatre—Cass. 


October 4, 1939— (Wednesday) 


“Mamie-O”. 

4:00 P.M.—Tea on board “Mamie-O”. 

7:00 P.M.—Dinner—Detroit Yacht Club. 

9:00 P.M.—Movies—Michigan Theatre. 

11:00 P.M.—Supper—Commodore Club. 
October 5, 1939—(Thursday) 

10:00 A.M.-4:00 P.M.—Greenfield Village. 

1:00 P.M.—Luncheon—Dearborn Inn, Tour of Village. 
October 6, 1939— (Friday) 





ENTERTAINMENT PROGRAM FOR LADIES 
The kind of program the MBA ladies have expressed themselves as 
wanting in the past has been planned by the Detroit MBA for the Con- 
vention this year. The events have been largely grouped toward the 
beginning of the three-day Convention, with much leisure time at the 
end left for the ladies to utilize for shopping and sightseeing as they 


11:30 P.M.—Supper—Grenadier Room of the Detroit Leland Hotel. 


12:15 P.M.—Luncheon and Fashion Show—J. L. Hudson Company. 
2:30 P.M.—Boat Trip—Detroit Yacht Club, Robert Oakman’s 


Mrs. Roy E. DeHart is chairman of the Ladies’ Entertainment Com- 
mittee and Mrs. R. B. Hassett, Mrs. Walter J. L. Ray, Mrs. Lloyd N. 
Wheeler and Mrs. Earl K. Akey are Vice Chairmen. The program is as 


1:00-4:00 P.M.—Luncheon and Bridge Party—Grosse Pointe Yacht Club. 
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ception of the annual Banquet and Ball 

Mr. Bingham is a native Ohioan, and 
is a graduate of Miami and Western Re 
serve Universities. He is a partner in 
the Cleveland law firm of Thompson, 
Hine & Flory, and a member of the 
Cleveland, the Ohio State and the 
American bar associations. He is also a 
trustee of the Cleveland Building Own 
ers & Managers Association and second 
vice president of the Cleveland Real 
Estate Board. He is co-author, with 
Stanley McMichael, of two well-known 
books of considerable interest to mort 
gage men, “City Growth & Values” and 
“City Growth Essentials”. He also 
wrote, with Elmore L. Andrews, “Fin 
ancing Real Estate”. 

This is the second time in recent years 
the Association has arranged a special 
event of this nature to explore a par 
ticular problem. Last year our Farm 
Mortgage Conference was held at the 
Chicago Convention in an effort to ac 
tively interest investors in re-entering 
the farm mortgage field. As a result of 
the discussion this year, a special com 
mittee will be appointed to assist other 
organizations, including federal lending 
agencies, the National Association of 
Real Estate Boards, the U. S. Building 
and Loan League, the Association of 
Mutual Savings Banks and others in se 
curing better mortgage and foreclosure 
legislation. 


Says Costs Could Probably 
Be Cut in Half 


In connection with the Conference, 
President Waters declared: 

“States having a large majority of the 
nation’s population have mortgage and 
foreclosure laws that truly belong to 
‘horse-and-buggy” days. They were de- 
vised for a day that has long since 
passed. Daily, lenders draw forms and 
contracts in language scarcely under- 
standable to the most intelligent bor: 
rower. What could be more useless than 
to load the borrower on property with 
needless expenses and fees—if he should 
be so unfortunate as to fail in his under: 
taking? Yet that is exactly what many 
state laws do—and do it to a burdensome 
extent. Or what is more unjust than to 
burden a lender on city property with a 
long period of redemption originally de- 
vised for farmers decades ago when our 
country was overwhelmingly rural?’ 
And, again, what is more ridiculous than 


(Continued on page 6, column 2) 


WHAT WILL WAR DO TO FARM VALUES? HEAR IT DISCUSSED AT DETROIT 
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CAN MORTGAGE BANKERS GIVE BETTER SERVICE 
AT LOWER COST BY STANDARDIZATION OF METHODS? 


The Answer Is “Yes,” Says This Writer, Who Explains His Reasons Here 


By 


ODAY, more than ever, dividends 
"eo business enterprise are being 

paid out of managerial skill and 
efficiency rather than from the vagaries 
of chance or the bare assumption of 
risks. Our rapidly expanding economy 
of the past permitted substantial errors 
in management to be obscured by lush 
profits which could be had almost for 
the asking—industries thrived in un- 
economic locations and the purchasers 
of land amassed huge fortunes by just 
sitting. But now, a new order is emerg- 
ing as our economy matures; the fittest 
who survive will be those who widen or 
maintain the margin between gross re- 
turn and cost by a strict limitation of the 
latter through a conservation of re- 
sources and the application of thought- 
ful and judicious processes. 

No where does the above hold more 
true than in the servicing of mortgages 
at a fixed rate of return. The combina- 
tion of a relative inflexibility of rates 
and a declining income as mortgages are 
amortized creates a telling problem in 
the control of costs. In addition, a re- 
duction in expenditures must always be 
effected without an accompanying de- 
terioration of the service rendered. Two 
general procedures, one a complement of 
the other, suggest themselves as ap- 
proaches to a solution of the problem. 
The first of these is the standardization 
of methods and forms used by servicing 
agents; and the second, .the collection 
and dissemination of information con- 
cerning tested devices which have re- 
sulted in the saving of time, money, and 
labor. 

Standardization of methods and forms 
would undoubtedly create many advan- 
tages which would accrue directly to the 
benefit of not only mortgage loan cor- 
respondents but also of their principals 
as well. One of the most obvious sav- 
ings to be obtained through standard- 
ization would be realized by those cor- 
respondents who service mortgages for 
a number of different principals. Instead 
of preparing a variety of reports, each 
of which now almost always requires a 
change in procedure, a single reporting 
form would permit the benefits derived 
trom uniform operations. Such a stand- 
ard report would be of peculiar benefit 
to those correspondents who use ma- 


DR. LAWRENCE N. BLOOMBERG 


chine bookkeeping systems. Machine in 
stallations are relatively inflexible and 
since daily journals and reports to mort 
gagees are usually the by-product of 
day-to-day posting of individual entries, 
it becomes highly important to the 
servicing agent that all of his principals 
are willing to accept a single type of 
report. 





HAT mortgage companies 

can lower costs, increase effi- 
ciency and up their net profits 
by injecting a little more stand- 
ardization into certain practices, 
is the contention of Dr. Bloom- 
berg, who is associated with Dr. 
Ernest M. Fisher, Economic Ad- 
visor to the FHA, in that agen- 
cy’s Division of Economics and 
Statistics. But arriving at the 
most efficient method of getting 
these things done is not easy. As 
the author points out, there is 
still a great deal to be done in 
working out these problems. 
This is the second article which 
THE Morteace BANKER has pub- 
lished which has been especially 
prepared by an FHA official ex- 
clusively for presentation to our 
members. The first was FHA 
Administrator McDonald’s ob- 
servations after the recent 
—— in the National Housing 
Act, 





Even small variations from the steady 
flow of work greatly increase the costs 
of operation. If, for example, one mort- 
gagee requires in its report the mortgage 
loan number and all other principals 
wish the borrower's name to be entered, 
considerable time and energy are in- 
volved in making such a minor adjust- 
ment. The very fact that an operator 
must keep such a difference in mind is 
alone sufficient to slow down the entire 
process. When variations require the 
use of more complicated or additional 
equipment, beyond that which is neces- 
sary for uniform operations, costs are 
multiplied many times. As standardiza- 
tion of the assembly line was the basis 
of success in expanding most large scale 
industries, so in the servicing of mort- 


gages but few can afford the luxuries of 
custom-built operations. 

Widespread acceptance of a standard 
report form would be of inestimable 
value to correspondents. This involves, 
however, its approval by a number of 
insurance companies and other mortga- 
gees. Extreme care must be exercised in 
developing such a report to make cer 
tain that it will adequately fit the re 
quirements of mortgagees with reference 
to such items as the details furnished 
and the order of entries. It would seem 
that the preparation and adoption of 
such a report is a perfectly reasonable 
and practicable matter. 

In addition to a standard report fur- 
ther savings might be effected through 
uniform practices and procedures. For 
example, a standard interval between 
reports would be of assistance in main- 
taining a steady flow of work. In deter- 
mining the most efficient interval atten- 
tion must be given to the timing of re- 
ports. First of all, the day on which 
reports are required should not occur 
during the period when collections are 
heaviest, and secondly, reporting dates 
should be staggered so as to avoid peaks. 
The latter is particularly applicable in 
the cases of correspondents who use 
hand accounting; it is not as important 
where machine equipment is employed. 

Standardization of forms would per- 
mit loan correspondents who make 
loans for their own accounts and even- 
tually sell them in the market to change 
positions from mortgagees to servicing 
agents without setting up new records 
or making any costly alterations in their 
methods of servicing. 

A still further advantage of standard 
forms, which do not have to be essen- 
tially different regardless of whether 
hand or machine accounting is used, 
would be that a loan correspondent 
who now services a small number of 
loans could change details of operation 
as his business expands without seri- 
ously disrupting general procedure. In 
general, the capital cost of bookkeeping 
machines cannot be justified in handling 
a relatively small volume of business. 
However, as volume grows significant 
savings can be accomplished through the 
use of machines. Thus, where standard 

(Continued on page 8) 
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AND DON'T FORGET THE THIRD ANNUAL “EXPOSITION OF BUILDING, INDUSTRY AND SERVICES" 











SEVERAL MBA GUEST SPEAKERS THIS YEAR ARE AMONG THE BEST KNOWN MEN IN THE U. S. 
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NOTED FARM AUTHORITY TO TELL EFFECT OF 
WAR ON FARM VALUES AT OPENING SESSION 


WHAT MODERN TRANSPORTATION MEANS 
TO REAL ESTATE IS DRENNAN’S SUBJECT 


Probably one of the least understood 
factors affecting real estate is that of 
transportation, according to many mort 
gage lenders. One reason, of course, is 
the fact that one of the most sensational 
developments in the past quarter century 
has been the very rapid changes in 
transportation—the growth of airplane 
travel, the declining importance of sur 
face cars in urban transportation, the in 
troduction of busses, and the growing 
importance of subways in larger metro 
politan centers. 

This subject will occupy an important 
place on the program of the 26th Annual 
Convention in Detroit with George W. 
President of Drennan & Sill, 
Thursday 


Drennan 

Inc. of Detroit, 
ns at the general 

Twentieth Century Transportation and 

Its Effect on Real Estate Values” 


speaking 


rnil session on 


Has Observed and Studied 

Iransportation Changes 
ntered the real estat 
nore than 33 years 

cy lines were Deing ex 
) new sections of the city. He 
had an opportunity to observe, during 
this swiftly moving period in American 
history and city growth, the effect of 
opening new areas through transporta 
tion. Automobiles were practically un 
known at the beginning of this era. He 
went to New York in 1908, shortly after 
the opening of the first subway, and was 
in the real estate business there for 
many years. He observed what the sub 
ways did for promoting the growth of 
metropolitan New York. From then, 
until 1915, there was continuous agita 
tion for new subways and new exten 
sions and the primary basis for real es 
tate activity rested on these factors. 
Since 1915 he has been in business in 
Detroit and has had an opportunity to 
observe what the automobile has done 
to real estate values. 

He is a member of the Governing 
Council of the American Institute of 
Real Estate Appraisers, a member of the 
Society of Residential Appraisers and a 
past president of the Detroit Real Estate 
Board. He is also a member of the Ap- 
praisal Committee of the latter organiza- 
tion. He has often served as a witness 
for various street widenings in New 
York and Detroit. 
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(Continu 
the fiction of the mortgage foreclosure 
sale as commonly used today? 

“The greatest injustice done by these 
outworn laws is inflicted on borrowers. 
They constitute a tremendous drag on 
new building today. Lenders could, and 
would, lend far more liberally than they 
do now were it not for the penalties 
these laws impose on them. 

“Foreclosure costs in various states 
run from over $350 down to $5. They 
probably average around $125 for all 
states, and this figure can certainly be 
cut more than half. 

“Those who will benefit most will be 
those who want to build a house. In one 
state, for example, it costs over $300 and 
takes 18 months to foreclose on a $5,000 
loan. Delay to the lender, including loss 
of interest on his investment, accrued 
taxes and insurance, amounts to about 
$2 a day, it is estimated. Hence, about 
one fourth of the mortgage disappears 
in foreclosure costs. Obviously, lenders 
who make loans at more than 65 percent 
of appraised value are doing so with 
considerable risk. In another state, com- 
parable in size and population, foreclos- 
ing on a $5,000 loan only takes 2 months 


Foremost in the minds of most people 
today is War, what effect it will have 
on this country, what it will do to agri 
culture, to business, to money rates, t 
building, to every other kind of activity 
people are engaged in. The answers to 
some of these questions are already emerg- 
ing: the period of extremely cheap money 
seems to have passed, many commodities 
have boomed, the stock market has shot 
up with emphasis on the “war babies” 


Most affected of all is American agri 
culture. We are happy to be able to an 
nounce a speaker for the Detroit Conven 
tion who can discuss this subject authori- 
tatively. 

On the general session of the opening 
day, the second address will be delivered 
by Dr. W. G. Murray, professor of land 
economics of Iowa State College of 
Ames, Iowa, on “What Influence Will 
the European Conflict Have on Ameri 
can Farm Values?” 

Dr. Murray is 
known in agricultural and economic cir 
cles over the country and what he will 
have to say will be of timely interest 


exceptionally well 


The last great surge forward in farm 
land values came in 1918, 1919 and 1920 
as the last great War was closing. What 
will happen today? MBA headquarters 
office has already received reactions from 
some of our farm lenders as to what may 
be in store for owners of farm land in 
the future. One member reported the 
sale of nine farms during the Labor Day 
week. Interest in farm land for purchase 
has increased greatly, he said. 


The subject is particularly interesting 
for large institutional holders of farm 
properties. What is directly ahead no 
one can foretell exactly, but Dr. Mur 
ray will give the background of the past 
with a survey of conditions then and now 
so that from his address members will no 
doubt have a far clearer understanding of 
this question. 


We are particularly happy to an 
nounce Dr. Murray’s addition to the 
program. This will mean three guest 
speakers at the opening day general sex 
sion—William J. Cameron, Dr. Murray 
and Wallace W. True. 


and costs $30. Lenders here make 80 
percent loans freely and have for years. 
Home ownership obviously is a great 
deal easier to attain in the latter state.” 
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BUSINESS PICKUP 

Once again MBA will hold an annual 
meeting while Europe is at war. Prob 
ably not many members recall that the 
first convention the predecessor of MBA 
ever held was in Chicago in 1914 when 
the last great war was just getting un- 
derway. That was the old Farm Mort 
gage Bankers Association which later 
became the Mortgage Bankers Associa- 
tion of America. 

There is quite a difference between 
conditions that existed then and now. 
For one thing, the United States was a 
debtor nation. An important part of its 
national wealth was owned abroad; and 
when war broke out, European nationals 
rushed to sell. Today the United States 
is a creditor nation, which partly ex 
plains why you saw no stock exchanges 
closed this time and no financial panic. 

Instead there has been a boom in 
stocks and commodities. 

What will war do to mortgage lend 
ing, what effect will it have? “Building 
will profit,” says Thomas S. Holden of 
F. W. Dodge, because war abroad will 
stimulate employment and purchasing 
power. Farm values are no doubt due 
for a rise. Dr. W. G. Murray, noted 
1uthority on agricultural economics, will 
have some interesting things to say on 
that subject at the Convention. (See 
announcement in this issue.) 


Biggest benefactor in the United 
States will be Uncle Sam. He will save 
well over a billion dollars in government 
subsidies to farmers because of rising 


farm prices. 





YOU MIGHT LIKE TO READ— 





“A HOME AND AN ACRE—$2,600” 

by Arthur Van Vlissingen in August 28th “Barron’s” 
This is one of several articles we've seen about what the Hoess Brothers 
of Hammond, Ind., did in low cost housing. Actually it seems, from read 
ing Van Vlissingen’s piece, that it was more an experiment in miniature 
farming than housing. The lots for these one acre plots are 55 by 750 feet. 
The houses have no bath, cellar or furnace. They're sold to industrial 
workers who supply these things themselves—and raise a lot to eat on their 
one acre plots. All this may suggest something to some mortgage bankers 
The trend toward so-called “garden” apartments is seemingly reflected in 
another way in this Hoess experiment. 


“FEDERAL HOUSING LOAN CHART” 
Published by The California Bank of Los Angeles 
A convenient loan chart showing minimum down payments required and 
approximate monthly payments on typical property valuations from $3,000 
to $20,000. Copies are available on request. 


“FURTHER OBSERVATIONS ON FINANCING 
CONSTRUCTION” 

by Henry Bruere in September “Savings Bank Journal” 
In the last MBA “Article-of-the-Month” we condensed the first article by 
the president of the Bowery Savings Bank on this subject. In this final 
article he discusses interest rates more fully. He declares that mortgage 
money costs certainly offer no deterrent to building activity but that the 
present tax structure most decidedly does. He doesn’t look with favor on 
the establishment of a central mortgage bank. Whatever facilities of this 
sort are needed can be supplied by private interests. 

* * *& & 


“HOUSING AND HOMES—PROBLEMS OF PUBLIC 
AND PRIVATE SHELTER” 
in the Autumn number of “The Index”, published by 

the New York Trust Company 
This is a general discussion of housing problems in the U. S. and is of 
interest to anyone who would like to review, in one brief article, what has 
been done in housing in recent years, what the many problems are, what 
has been the British experience and what this bank foresees for the future. 
Copies on request. 


“PRIVATE ENTERPRISE CLEARS A SLUM” 
in September “Architectural Forum” 
This is the story of how a slum was cleared—and a 10 percent profit too 
It isn’t an USHA project but a purely private enterprise. The man behind 
the story is Arthur W. Binns. The project has meant 500 rehabilitated 
houses for Philadelphia negroes renting at from $3 to $3 per room. Inci 
dentally mortgage lenders will find in this publication’s “Building Money” 
department one of the best things appearing anywhere. 


LOW RATES JEOPARDIZE SUPPLY OF MORTGAGE FUNDS 
by Philip Kniskern in newspapers Sunday, September 10th. 
This MBA member, in a long statement appearing in newspapers—among 
them the New York Herald-Tribune—declares that low mortgage rates 
sound fine in theory but sometimes work to the disadvantage of the bor- 
rower. He goes on to explain why, and states the case in a way that will 
no doubt win the approval of many mortgage lenders. 
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STANDARD METHODS AND COSTS 


(Continued 


transition from 
can be 


forms are in use, the 
manual to machine operations 
made easily and efficiently. 
Where certain of the funds collected 
by a correspondent are remitted to the 
principal and others are retained in 
trust, a uniform practice with respect to 
requirements concerning their segrega 
tion into separate accounts, certification 
of deposit, and manner of audit would 
probably result in lower servicing costs. 
Such standard requirements evolved out 
of past experience would doubtless not 
only effect savings but also introduce 
safeguards of specific benefit to mort 
gagors, mortgagees, and servicing agents 


alike. 


Standardization of Practises 
Even More Important 


A more remote but effective savings 
which might be obtained through the 
standardization of methods and forms 
are those resulting from the large 
purchase of supplies. Uniformity of 
ledger sheets, guide cards, and billing 
forms, for example, would permit group 
purchases and consequently lower costs 
per unit. 

In addition to 
grow out of the use 
and methods, the standardization of 
practices will yield even greater 
profits. Lump savings are difficult to 
effect, yet the summation of small econ- 
omies quickly grows to sizeable propor 
tions. The elimination of unnecessary 
duplication, an operation saved here or 
there, better arrangement of files, 
omies in mailing costs, a reduction in the 
number of forms all may soon add up 
to the difference between profit and 
loss, or at least to the difference between 
and maximum return. 


scale 


those savings which 
of standard forms 


got yd 


econ 


minimum 

Quality of service is almost certain to 
follow perfection of the system itself. 
In overhauling methods which have 
definitely not proven to be the most efh 
cient in the past, adjustments affecting 
all parties concerned will undoubtedly 
have to be made. Thus, the mortgagor, 
the mortgagee, and the servicing agent 
will all be integrated into a well-con- 
ceived plan, and the problems of each 
will have to be given due weight in 
reaching a final conclusion. This very 
examination and recognition of all the 
problems involved is by itself an impor- 
tant step. 

The process of eliminating waste 
through the standardization of methods, 
forms and good practices has a much 
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broader aspect than that directed toward 
the operations of an individual servicing 
agent. Much has been accomplished in 
the past few years in the standardization 
of the mortgage instrument. With this 
uniformity has come a broader and 
more effective market machinery. If 
this machinery is going to continue 
functioning smoothly and even develop 
greater efficiency, its most effective parts 
must be constantly maintained and im- 
proved. 


This machinery has stalled in the 
past, but through conscientious and in- 
telligent efforts safeguards can be set up 
against its disruption in the future. It 
must be recognized that one of the im- 
portant cogs which slipped in the late 
twenties was the servicing of mortgage 
loans. The simple recognition that the 
sole purpose of the complicated mechan- 
ism which has been set up is to establish 
channels through which money loaned 
on mortgage security passes to the bor- 
rower to pay for his property and from 
him in payment of his debt amplifies 
the significance of proper and efficient 
servicing of mortgages. 





The September 1st issue of The 
Mortgage Banker contained 


THE TENTATIVE PROGRAM 


for the Detroit Convention. 
Did you receive your copy? If 
not, advise the headquarters 
office at once and watch for 
a revised tentative program in 
the October 1st issue to reach 
you in a few days. 











In summary, those savings which are 
possible through the process of stand- 
ardizing forms and practices, while im- 
portant themselves, are small compared 
to the economies growing out of a sys- 
tematic investigation and applicaton of 
proven efficient methods of operation. 
In reality, the greater savings are not 
derived from the fact that a large num- 
ber of companies use the same forms, 
the same methods or the same proce- 
dures, but rather from the use of a 
standard system which is a composite of 
what have been found to be the most 
efficient parts of the machinery. Taken 
together, standardization itself, and the 
widespread use of tested methods, 
should make for lower costs and better 


service. 


23 FIRMS TO EXHIBIT AT 
THIS YEAR’S EXPOSITION 
The third annual “Exposition of Build- 


ing, Industry and Services” has met an 
unusually successful response from na- 
tional corporations and associations this 
year, and one particularly gratifying in 
view of the fact that this year all exhibits 
and shows of this type have the competi- 
tion of two world’s fairs. Since we !ast 
reported the progress of this year’s show, 
5 new exhibitors have accepted invita- 
tions to participate. These include: 
Remington-Rand, Inc. 
Michigan Consolidated Gas Co. 
Ruud Manufacturing Co. 
Whitehead Work-Saving Kitchens 
Chicago Venetian Blind Co. 

Other exhibitors previously announced 
include: 
American Fore Insurance and Indemnity 

Group 
The Tile-Tex Company 
The National Cash Register Co 
American Stove Company 
The Sherwin-Williams Company 
American Title Association 
Hartford Fire Insurance Company 
Westinghouse Electric & Mfg. Co. 
Portland Cement Association 
Kemper Insurance 
E. I. DuPont de Nemours & Company 
Detroit Steel Products Company 
The Home Insurance Co. of New York 
General Electric Company 
American Title Association 
Bonded Surveyors of America, Inc. 
Frigidaire Division of General Motors 
Greater Detroit Home Builders Assn 


A wide range of products, services and 
materials of interest to everyone directly 
concerned with building or the financing 
of building will be shown at this year’s 
Exposition. Members will find an early 
visit to the Exposition Hall profitable. 





Says MBA Is Working in the 
Right Direction 


Ascertaining the most efficient meth: 


od is a difficult procedure. Generally, 
there is no clearing house for ideas nor 
any concerted effort to reduce varied 
experiences to an integrated and well- 
conceived plan of action. While the ma 
terial is not as subject to exact measure’ 
ments, the techniques of the research 
laboratory might well be employed. 
Thus, it is of utmost significance that 
the Mortgage Bankers Association has 
appointed a committee to investigate 
systems of servicing used by a number 
of loan correspondents and to develop 
a method which is practicable for 
standardization and which contains all 
of the best features of the procedures 
examined. 
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